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Reviews
Writings in Accounting

Dr. Marie E. Dubke, CPA, Editor
Memphis State University
Memphis, Tennessee

THE GREAT WALL STREET SCANDAL
(INSIDE EQUITY FUNDING), Raymond
L. Dirks and Leonard Gross; McGrawHill Book Company, New York, N.Y.,
1974; 295 pages.
Written as a documentary narrative his
tory The Great Wall Street Scandal is pre
sented as the inside story of the Equity
Funding hoax — the most monumental
money swindle of modern times. Dirks,
an unconventional stockbroker, and
Gross, a ranking journalist, assert that
this is more than a story about a $2 billion
insurance fraud. They view it as a
metaphor of the moral corrosion in
America's business and institutional en
vironment.
Although the book cannot be consid
ered a great literary work, it is of consid
erable interest for what it chronicles with
the startling ring of truth. Having fol
lowed the Equity Funding story with in
terest, this reviewer was nevertheless re
volted and appalled by the detailed
documentation of avarice, greed, cupid
ity, and dishonesty which characterized
the actions of individuals in top manage
ment of the company. As the authors
state, however, what is ultimately more
shocking is the number of decent people
who knew about it and did nothing. The
authors conclude that a major factor in the
cover-up was the inertia of the various
spectators and casual participants.

This book should be read through as
quickly as possible. The cast of characters
is large, but with the helpful listing of
them in their order of appearance at the
beginning of the book it is possible to
keep up with all of them.
The authors discuss several questions
which are raised by the Equity Funding
case: lax and haphazard governmental
regulation; life insurance as an appro
priate means of saving for the American
investor; fraud by computer; the New
York Stock Exchange as a venerated
American institution which, in their
opinion, is antique, costly, dangerous,
and perpetuated for the convenience of its
members; the allegedly pernicious
philosophy of Wall Street which, they
think, encourages and even demands
"performance” by corporations; and the
system by which American corporations
are audited.
Of special interest to the accounting
profession is that, according to the au
thors, the Equity Funding scandal indi
cates that audited statements are not al
ways what they appear to be. In their
opinion this scandal tells American
stockholders that the certification of cor
porate figures in the annual reports may
very well be meaningless. The authors
further assert that the investigators in the
case agree that the fraud could not have
been carried off for so long without the

assistance of the company's auditors.
They finally claim that auditors as
safeguards are worthless.
In the final two chapters the authors
take up the questions they raised and
come up with some "out-of-court indict
ment" and the assertion that the indi
vidual investor is not adequately pro
tected by the securities markets, brokers,
analysts, auditors, or regulators. Their
"bottom line" conclusions are that this
repellent event provides lessons galore:
underwriters scrutinized the books;
bankers made analyses for lending pur
poses; lawyers prepared prospectuses;
consulting actuaries certified insurance
reserves; the auditors blessed the books
— and yet "every last one of them failed,"
they think.
This is not a reassuring book. It is not
pleasant or relaxing reading. It makes
damaging (and convincing) assertions re
garding our traditional institutions and
the damage done to them by conscience
less individuals who feel they do not have
to live by the rule of law. Importantly, it
presents several challenges of immediate
and vital concern to auditors and accoun
tants reading this book.

Dr. Kathryn C. Buckner, CPA
Georgia State University
(Continued on pages 22 and 29)
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ily. "Because of the weight of the prior
handicaps, that black applicant may not
realize his [sic ] full potential in the first
year of law school, or even in the full three
years, but in the long pull of a legal career
his [sic ] achievements may far outstrip
those of his [sic ] classmates whose ear
lier records appeared superior by conven
tional criteria."16
Justice Douglas' conclusion was that,
under the Fourteenth Amendment,
"separate treatment of minorities as a
class is to make more certain that racial
factors do not militate against an applicant
or on his [sic ] behalf."17 He, therefore,
would have upheld the University of
Washington's Affirmative Action Plan
and separate admission procedures for
minorities.

same criteria for admitting women as it
does white men (presumably on the
premise that white women have roughly
the same cultural biases as white men
and, therefore, no special tests or admis
sion policies need be applied).

The Aftermath and Applicability of
DeFunis

Footnotes

The furor and indecision witnessed in
Seattle and at the University of Washing
ton as a result of the DeFunis case is in
teresting. The Law School is uncertain as
to what to do (pending the outcome of
Marco DeFunis' attempt to have the suit
declared a class action one) so they are
continuing their existing policies. Others
are "choosing up sides." On the one
hand, the liberals are pointing out that
education itself has always been dis
criminatory: the affluent produce chil
dren who become affluent; alumni's chil
dren get preferential treatment; society's
goals should not be to educate an elite few
but to even out past injustices; and, any
way, there has always been discrimina
tion (at taxpayer's expense) in favor of
athletes, etc.
On the other hand, the other side is
gathering substantive data supporting
the view that the Law School should not
use two admission policies. In a nutshell,
"the law school has proportionally more
minority students flunking out now than
was the case five years ago, and no one is
sure why."18 The Law School is reacting
by providing special re-admission (or re
tention) procedures for minority students
who flunk courses and by providing spe
cial tutoring services for minorities.19
Opponents are pointing out that "of the
first group of 13 specially admitted
minorities to take the bar [exam] last
year, 10 passed. That's a passing ratio di
rectly comparable to white students."20
In all of this activity, not one word has
been said about women law students.
However, the women's legal students' or
ganization is becoming more verbal,
pointing out that they, too, are a minor
ity. As it stands, the University of
Washington Law School uses exactly the
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Conclusion
While the decision in DeFunis was disap
pointing and did not result in definitive
guidelines for affirmative action pro
grams, it was of interest in its effects.
Many are hoping that DeFunis is success
ful in his bid to change his suite to a class
action one so that the Supreme Court of
the United States will make a definite rul
ing in the future. Until then, each univer
sity must stumble along doing the best it
can with existing affirmative action plans.
1Dr. John R. Hogness, quoted by Gene I.
Maeroff, "Faculty Quota Quandry" The New
York Times, reprinted in the Seattle Post Intelli
gencer, Wednesday, May 15, 1974, p. A-10.
2Dr. Richard A. Lester, Report of Carnegie
Commission on Higher Education, to be pub
lished by McGraw-Hill this fall. This study
concluded that affirmative action is undermin
ing faculty quality because some programs
"fail to take into consideration either the in
adequate supply of qualified people among
those groups currently underrepresented on
our faculties or the characteristics of academic
employment that distinguish it from employ
ment in industry." It is amusing that the study
had no pre-affirmative action studies of faculty
quality with which to make a comparison of
post-affirmative action faculty quality, yet it
could conclude that the quality has decreased!
3Marco DeFunis et al., V. Charles Odegaard,
President of the University of Washington, U.S.
Supreme Court no. 73-235, April 23, 1974.
4op. cit., p. B2428
5op. cit., p. B2431
6op. cit., p. B2432
7op. cit., p. B2415
8op. cit., p. B2415 and 2416
9ibid.
10ibid.
11Nicholas VonHoffman, "Discrimination in
Reverse," Seattle Post Intelligencer, Tuesday,
May 14, 1974, p. A-11.
12Marco DeFunis, et al., op. cit., p. B2434.
13See "Try the SOB Test," Psychology Today,
May 1974, p. 101. The author of the article took
the exam and she scored very poorly, although
on "normal" (i.e., White) I.Q. tests she scores
quite highly.
14Solveig Torvik, "Righting Social Wrongs
Worries Law Schools, "The Seattle Post Intelli
gencer," Sunday, May 26, 1974, p. A-11.
15DeFunis, op. cit., p. B2436
16op. cit., p. B2437
17op. cit., p. B2442
18Torvik, loc. cit.
19"Dean to Rule on Student Failures," The
Seattle Post Intelligencer, Wednesday, May 22,
1974, p. A-8
20Torvik, loc. cit.

Reviews
(Continued from page 19)
ACCOUNTANCY AND ECONOMIC
DEVELOPMENT POLICY, Dr. Adolf J.
H. Enthoven; American Elsevier Publish
ing Company, Inc., New York, N.Y.,
1973; 380 pages, paperback.
The author's experience in public ac
counting, academia, and with the World
Bank leads him to believe that accounting
is not serving its broader purposes. He
visualizes that accounting should extend
horizontally — i.e., report and measure
economic data of business, government,
and social accounting areas; vertically —
i.e., value costs and benefits for indirectly
related items in addition to the directly
related items which are now reported;
and in time — i.e., report prospective ac
tivities necessary to provide a framework
for decision making. His hope is that
countries may someday be able to con
solidate corporate figures into sector fig
ures and into national figures. From the
point of view of the World Bank, this
would enable better assessment of a de
veloping country's present stance and its
economic potential. Present handicaps
are lack of any accounting in certain seg
ments of some countries and the wide
differences in accounting as it is practiced
in some of the developed countries.
The book is very readable. Sentences
are simple and one hardly notices that
English is not the author's native tongue.
Some chapters deal with national income
accounting, and this may be somewhat
unfamiliar to accountants more used to
dealing with micro-economic reporting.
However, chapters on taxation and ac
counting, uniform or standardized ac
counting, current value accounting and
PPBS (planning-programming-bud
geting systems) are familiar topics.
One may not agree with all Dr. Entho
ven proposes. Some of his conclusions
(current value, prospective information)
are not too far removed from certain as
pects of the Trueblood report. He encour
ages coordination and integration of the
accounting discipline with other disci
plines, especially economics. He also
hopes it will become more goal-oriented.
In addition, his writings contain in
formation about systems and societies in
other countries — extremely valuable in
formation for accountants in a world
which is steadily shrinking and becoming
more internationally minded.
M.E.D.

Reviews
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BEHAVIORAL ASPECTS OF AC
COUNTING, Michael Schiff and Arie Y.
Lewin, editors; Prentice-Hall Inc., En
glewood Cliffs, NJ., 1974; 408 pages,
paperback.

Figure 3. File Back-up with Generation Files

updating cycle in which a subsequent possible to reconstruct the proper data by
generation of the master file is produced. going back to the previous version and
The procedure involves retention of sev updating that with all intervening trans
eral generations of the master file as well actions. An alternate to periodic dumping
as all of the intervening transaction files. of the entire file is the technique of log
Destructive updating occurs in those ging changes to the master file as updat
instances where the new version or the ing is being performed by writing the
new generation of information is written contents of the transaction and the master
on the same physical space as that previ record before and after the update on a
ously occupied by the old version or old logging device (i.e., a reel of tape). Updat
generation of the master record. This type ing logs or periodic dumps can be made to
of updating is frequently employed in di another recording device similar to that
rect access devices. Because the previous containing the master file, they can be
generation of data is destroyed in the pro made to magnetic tape, or they can be
cess of updating, additional precautions printed out. The closer the form of the
must be taken in this approach to file up dump to that occupied by the master file,
dating. All possible checking of the trans the faster the reconstruction procedure.
action information should be performed
before the data is used to assure its accu Summary
racy, and additional procedures should There is a great diversity of physical stor
be performed during the updating proce age facilities, and file organization and
dure to insure that transactions are, in retrieval techniques. Careful thought
fact, being matched against the proper must be given to the choice of that combi
nation of hardware and processing ap
master transaction.
Since the "grandfather-father-son" re proach which will provide the most effi
tention technique is not viable in destruc cient and effective facility in relation to a
tive updating as a reconstruction tool, given installation's circumstances. In ad
some other procedure must be executed to dition to concerns for efficiency there is a
accomplish this function. The usual ap continual need for adequate controls and
proach is to make periodic copies of the protection of the data files and a proce
master file, a process referred to as dump dure for reconstruction of those files
ing the file. All transactions used in up should the need arise. This is especially
dating the master records since the last true, given the trend towards centralized
dump should be retained for reconstruc data bases and the frequently resulting
tion purposes until the next "dump" is operational dependency on the accuracy
made. Should any erroneous updating or and continued availability of these infor
other damage to the master file occur, it is mation files.

Both undergraduate and graduate ac
counting curricula are currently including
more emphasis on the behavioral sci
ences. A text developed for use in some
newly designed courses may be of use
and interest to accountants concerned
with updating their skills.
The format is a series of 25 articles from
economics, management science, and fi
nance, divided into five categories:
Theory of the Firm and Managerial Be
havior, Budgeting and Planning, Deci
sion Making, Control and Financial Re
porting. Each section is preceded by a
short introduction to the reading, includ
ing an overview of why each article was
selected or what it should explain or dem
onstrate. A list of discussion questions
follows each section. A "Selected Bibliog
raphy" of 8 pages concludes the book.
As always in a compilation of readings,
some articles are very readable, others
less so. Some are reprints from easily ob
tained journals, others would require use
of a fairly well-stocked library. The con
venience of the collection in one not-toolarge paperback makes the volume more
accessable to the accountant with
minimum time.
A few of the articles contain functional
symbols and equations, statistical tech
niques such as correlation coefficients,
complex graphs, and flow charts. Others
present their information totally in verbal
form.
Most accountants have had some ex
posure to management, statistics, and
economics. This paperback builds on and
expands that knowledge, which perhaps
has become out-of-date. The fields of
management and economics have
changed and expanded in recent years
and have increasing implications for ac
counting today.
This reviewer suggests that the reader
sample the book and read the introduc
tion to each section. Benefits are not re
stricted to those who read the book from
cover to cover.
M.E.D.
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